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$EVWUDFW
,QWKLVSDSHUWKHPDLQJRDOLVWRFRQWULEXWHWRWKHGHEDWHZKLFKFRQFHUQVWKHLQWHUDFWLRQRIHFRQRPLFLQWHUGHSHQGHQFHEHWZHHQ
ULYDOVWDWHV6RIDUWKLVGHEDWHZDVEHWZHHQ/LEHUDOVDQG1HR0DU[LVWZKRVHDUJXPHQWZDVWKDWWUDGHSURPRWHVSHDFHIRUWKH
IRUPHU DQG WKDW DV\PPHWULF WUDGH FUHDWHV HLWKHU FRQIOLFWXDO UHODWLRQVRUPRUH FRRSHUDWLRQ DFFRUGLQJ WR WKHEDODQFHRISRZHU
7KLV SDSHU LV EXLOW RQ WKH WKHRUHWLFDO EDVLV RI 5HDOLVP DQG PRUH VSHFLILFDOO\ RQ *LOSLQ¶V DSSURDFK RI LQWHUQDWLRQDO SROLWLFDO
HFRQRP\ %\ GHYHORSLQJ D QHZ DQDO\WLFDO IUDPHZRUNZKLFK FRQVLVWV RI GHWHUPLQDQWV VXFK DV WKH JHRJUDSKLF VSHFLILFLW\ DQG
ZRUWKLQHVVRI WKHGLVSXWHGDUHDPHDQLQJ WKHDGGHGYDOXHWKHFRQIOLFWXDODUHDJLYHV WR WKHVWDWH¶V LQIOXHQFHDQG WKHUHIRUH WRLWV
SRZHU ZH H[DPLQH WKH FDVH RI FRQIOLFW EHWZHHQ ,QGLD DQG 3DNLVWDQ DUJXLQJ WKDW WUDGH FRPPHUFLDO UHODWLRQV DQG HFRQRPLF
LQWHUGHSHQGHQFH LQ JHQHUDO GRHV QRW GHWHU FRQIOLFW RU PLOLWDUL]HG GLVSXWHV EHFDXVH VWDWHV¶ GRPLQDQW REMHFWLYH LV QRW WKH
HFRQRPLFJURZWKDQGSURVSHULW\EXWWKHDFFHVVWRDUHDVZKLFKSURYLGHWKHPZLWKPRUHSRVVLELOLWLHVRIH[HUFLVLQJWKHLULQIOXHQFH
WKURXJK HFRQRPLFRURWKHUPHDQV:HFRQFOXGH WKDW HFRQRPLF LQWHUGHSHQGHQFHGRHVQRW SURPRWHSHDFHIXO UHODWLRQVEHWZHHQ
DGYHUVDULHV VLQFH FRQIOLFW LV QRW HOLPLQDWHG DQG IRU WKDW UHDVRQ D SRWHQWLDO UHGXFH RI FRQIOLFW OHYHOV RU PLOLWDUL]HG GLVSXWHV
SURYLGHVDVHQVHRIYLUWXDOQDWLRQDOVHFXULW\

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 ,QWURGXFWLRQ

,QRUGHUWRFRQWULEXWHWRWKHGLVFRXUVHRQZKHWKHUWUDGHSURPRWHVSHDFH,LQWURGXFHDQDQDO\WLFDOIUDPHZRUNZKLFK
LV EDVHGRQ WKHEDVLFSULQFLSOHV RI WKH5HDOLVWLF DSSURDFK RI ,QWHUQDWLRQDO5HODWLRQV DQGPRUH VSHFLILFDOO\ LQ WKH
ILHOG RI ,QWHUQDWLRQDO 3ROLWLFDO (FRQRP\ , FRPELQH WKH 1HRUHDOLVW ZLWK WKH 1HRFODVVLFDO DSSURDFK LQ RUGHU WR
VXSSRUW P\ DUJXPHQW WKDW (FRQRPLF ,QWHUGHSHQGHQFH LV QRW D SRZHUEDODQFLQJ IDFWRU ,Q RUGHU WR FRQILUP WKH
DUJXPHQW , IRFXVRQ LQWHUVWDWHFRQIOLFWVDQG ,H[DPLQH WKH LPSDFWRIHFRQRPLF LQWHUGHSHQGHQFHRI WKH WKUHDWHQHG
VWDWHRQWKHFRQILJXUDWLRQRIWKHFRQIOLFWFRQVLGHULQJDVWKHPDLQREMHFWLYHWKHQDWLRQDOVHFXULW\RIWKHWKUHDWHQHG
VWDWH7KHVWUXFWXUHRIWKHDQDO\WLFDOIUDPHZRUNLVIRUPHGLQWKDWZD\LQRUGHUWRDQVZHUWKHTXHVWLRQVEHORZ

x ,V (FRQRPLF ,QWHUGHSHQGHQFH GDQJHURXV IRU WKH WKUHDWHQHG VWDWH¶V UHODWLYH JDLQV DQG ZKDW DUH WKH
FRQVHTXHQFHVRQLWVVRYHUHLJQW\"
x &DQWKHYDOXHRIFRPPHUFLDO UHODWLRQVEHWZHHQDGYHUVDULHV UHGHHPWKHYDOXHRILQIOXHQFHRIWKHGLVSXWHG
DUHD"
x ,VHFRQRPLFLQWHUGHSHQGHQFHDUHDORUDYLUWXDOLQGLFDWRURIQDWLRQDOVHFXULW\"

2XUDQDO\WLFDOIUDPHZRUNFRQVLVWVRIWKUHHPDLQGHWHUPLQDQWVWKHVWDWHWKHUHODWLYHJDLQVDQGWKHZRUWKLQHVVRIWKH
GLVSXWHGDUHDDQGHFRQRPLFDQGPLOLWDU\YDULDEOHVVXFKDVELODWHUDOFRPPHUFLDOUHODWLRQVYROXPHRIWUDGHIRUHLJQ
GLUHFW LQYHVWPHQWVDQGHFRQRPLFDJUHHPHQWVDVZHOODVWKHPLOLWDU\HQYLURQPHQWDOOLDQFHVDQGGLVSXWHV$OO WKH
DERYHDUHLOOXVWUDWHGLQ7DEOH



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
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([SHQGLWXUHV
1XFOHDU
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,QGLD3DNLVWDQ
&RQIOLFW

 7KHRUHWLFDO$SSURDFK
,Q,QWHUQDWLRQDO3ROLWLFVWKHUHDUHPDQ\WKHRULHVZKLFKWU\WRH[SODLQVWDWH¶VEHKDYLRUZLWKLQWKHLQWHUQDWLRQDOV\VWHP
DQGFDXVHVRIZDU)RUH[DPSOH/LEHUDOLVPDUJXHVWKDWWKHUHDOFDXVHRIZDULVQRWDQDUFK\LQLQWHUQDWLRQDOV\VWHP
EXW WKHDEVHQFHRIYDOXHVVXFKDV OLEHUW\ MXVWLFHDQGGHPRFUDF\ZKLFKHQKDQFH WKHFROODERUDWLRQDPRQJVWDWHV
0DU[LVWWKHRU\RQWKHRWKHUKDQGWULHVWRUHYHDOWKHKLGGHQWUXWKDERXWLQWHUQDWLRQDOSROLWLFVZKLFKGHULYHIURPWKH
VWUXFWXUH RI JOREDO FDSLWDOLVP DQG &RQVWUXFWLYLVP DV D VRFLDO WKHRU\ LV EDVHG RQ QRUPV DQG KRZ WKH\ EHFRPH
LQWHUQDWLRQDOL]HGDQGLQIOXHQFHVWDWH¶VEHKDYLRU%D\OLV6PLWKDQG2ZHQV

,Q WKLV SDSHUZH FRQVLGHU WKDW VWDWH LV WKHRQO\GRPLQDQW DFWRU DQGZH DOVR H[DPLQH LVVXHVRI QDWLRQDO VHFXULW\
XQGHUWKHSULVPRILQWHUQDWLRQDOSROLWLFDOHFRQRP\WKDWLVKRZLWLVDIIHFWHGE\HFRQRPLFLQWHUGHSHQGHQFH,QRUGHU
WR VXSSRUW RXU DUJXPHQW ZH DUH EDVHG RQ 5HDOLVP VLQFH ZH IRFXV RQ LVVXHV RI QDWLRQDO VHFXULW\ DQG PRUH
VSHFLILFDOO\ ZH FRPELQH WKH EDVLF GHWHUPLQDQWV RI 1HRFODVVLFDO 5HDOLVP DQG 1HRUHDOLVP XQGHU WKH SULVP RI
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LQWHUQDWLRQDOSROLWLFDOHFRQRP\0RUHVSHFLILFDOO\IRU5HDOLVPVWDWH¶VVXUYLYDOZLWKLQWKHLQWHUQDWLRQDOV\VWHPLVWKH
GRPLQDQW REMHFWLYH DQG DOO RWKHU DFWRUV DSDUW IURP VWDWH DUH QRW RI KLJK VLJQLILFDQFH $V IRU HFRQRPLF
LQWHUGHSHQGHQFHLQQRWFOHDUWKDWGHWHUVZDUEHFDXVHVWDWHVUHPDLQVXVSLFLRXVDPRQJWKHP

1HRFODVVLFDO 5HDOLVP DFFRUGLQJ WR :DOW  S  ³SODFHV GRPHVWLF SROLWLFV DV DQ LQWHUYHQLQJ YDULDEOH
EHWZHHQ WKH GLVWULEXWLRQ RI SRZHU DQG IRUHLJQ SROLF\ EHKDYLRU´ VR HDFK VWDWHV KDV GLIIHUHQW GHWHUPLQDQWV ZKLFK
SURPRWHLWVSRZHUVRHDFKFDVHVKRXOGEHH[DPLQHGVHSDUDWHO\1HRUHDOLVPDFFRUGLQJWR*ULHFRIRFXVHVQRW
RQO\RQDEVROXWHEXWDOVRRQUHODWLYHJDLQVEHFDXVHVWDWHVVHHNWRLQFUHDVHWKHLUSRZHUDQGLQIOXHQFHDQGWKH\DUH
DOVRLQWHUHVWHGLQRWKHU¶VEHKDYLRU6RLQDFRRSHUDWLRQEHWZHHQVWDWHVWKHNH\TXHVWLRQLVZKRZLOOJDLQPRUHDQG
QRW LI HYHU\RQH ZLOO ZLQ VRPHWKLQJ /DVW EXW QRW OHDVW LQ LQWHUQDWLRQDO SROLWLFDO HFRQRP\ DFFRUGLQJ WR *LOSLQ
 ³WKH VWUXJJOH IRU SRZHU DQG WKH GHVLUH IRU HFRQRPLF JDLQV DUH LQWLPDWHO\ ERXQG XS´ DQG PLOLWDU\
LQQRYDWLRQVDUHVLJQLILFDQWZKHQWKHLUXWLOLW\FDQDIIHFWDVSHFLILFDUHDRQZKLFKVRPHRQHFDQKDYHJDLQV

7KHUHIRUH LQRUGHU WRGHYHORSRXUDUJXPHQWZHDUHEDVHGRQ WKHDERYH WKHRUHWLFDODSSURDFKDQGZHFRQVLGHU WKH
VWDWHDV WKHSUHHPLQHQWDFWRUVLQFH WKHGLVFRXUVHRQ WKLV LVVXH LVPDLQO\GRPLQDWHGE\/LEHUDOVDV LW LVDQDO\]HG
EHORZ

 7KHGLVFRXUVHRQWKHUHODWLRQVKLSEHWZHHQHFRQRPLFLQWHUGHSHQGHQFHDQGLQWHUVWDWHFRQIOLFW

7KHGLVFRXUVHRQZKHWKHU WUDGHSURPRWHVSHDFH LV VWLOO XQFOHDU DQGKDVQRW EHHQ H[DPLQHG \HW E\ DOO WKHRUHWLFDO
DVSHFWV 0RUH VSHFLILFDOO\ IURP  WR  WKLV GLVFRXUVH LV GRPLQDWHG E\ OLEHUDO DQG D IHZ QHR0DU[LVW
DSSURDFKHVZKLOHWKHDEVHQFHRI5HDOLVPLVQRWLFHDEOH

7KHPDLQSRLQW LV WKDW WKHUH LVDGLUHFWFRQQHFWLRQEHWZHHQ WUDGHDQGFRQIOLFW LQRWKHUZRUGVEHWZHHQHFRQRPLF
IDFWRUVDQGVHFXULW\LVVXHV0RVWRIWKHDXWKRUVDUJXHWKDWQRWRQO\GRHVWUDGHSURPRWHSHDFHEXWDOVRWKDWFRQIOLFW
GHFUHDVHV WUDGH /RQJ  $FFRUGLQJ WR WKH /LEHUDO ,QWHUGHSHQGHQFH WKH GLYLVLRQ RI ODERU LQ LQWHUQDWLRQDO
HFRQRP\LVWKHPDLQGHWHUPLQDQWZKLFKFUHDWHVKLJKOHYHOVRILQWHUGHSHQGHQFHEHWZHHQVWDWHVE\SUHYHQWLQJWKHP
IURP PLOLWDUL]HG FRQIOLFW DQG ZDU 7KH /LEHUDOV DUH EDVHG RQ .HRKDQH DQG 1\H¶V  DSSURDFK RI FRPSOH[
LQWHUGHSHQGHQFHRQWKHUROHRI,QWHUQDWLRQDO,QVWLWXWLRQVDVZHOODVRQ'HPRFUDWLFSHDFH
$VIDUDVWKHFRPSOH[LQWHUGHSHQGHQFHLVFRQFHUQHGVRPHRIWKHDUJXPHQWVDUHWKDWSURVSHULW\LVPRUHLPSRUWDQW
WKDWVHFXULW\LVVXHVHFRQRPLFDQGLQVWLWXWLRQDOPHDQVDUHPRUHHIILFLHQWDQGXVHIXOWKDQPLOLWDU\SRZHUDQGZLWKLQ
WKH LQWHUQDWLRQDO V\VWHP WUDQVQDWLRQDO DFWRUV DQG QRW VWDWHV DUH WKH GRPLQDQW SOD\HUV )RU H[DPSOH DFFRUGLQJ WR
0DUWLQ0D\HUDQG7KRHQLJWKHJOREDOL]DWLRQRIWUDGHIORZVLV WKHPDLQIDFWRUZKLFKGHILQHVWKHQDWXUHRI
FRQIOLFW

5HJDUGLQJ WKH ,QWHUQDWLRQDO ,QVWLWXWLRQV /LEHUDOV DUJXH WKDW WKH FRRSHUDWLRQ DPRQJ VWDWHV LV GHWHUPLQHG E\
LQWHUQDWLRQDO LQVWLWXWLRQV EHFDXVH WKH\ DFW LQGHSHQGHQWO\ SURYLGLQJ WKH LQWHUQDWLRQDO FRRSHUDWLRQ 7KXV WKH
VXVSLFLRXVQHVV DPRQJ WKH VWDWHV LV UHGXFHG DQG FRQVHTXHQWO\ LQ FDVH RI GLVDJUHHPHQW WKHUH FDQ EH D SHDFHIXO
UHVROXWLRQ)RU H[DPSOH DFFRUGLQJ WR3RZHUV 5HJLRQDO7UDGH$JUHHPHQWV 57$ FDQRSHUDWH DVPLOLWDU\
DOOLDQFHVDQGWKHUHIRUHWKH\FDQGHFUHDVHWKHOLNHOLKRRGRIPLOLWDU\DFWLRQV

$V IDU DV WKH 'HPRFUDWLF /LEHUDOLVP LV FRQFHUQHG /LEHUDOV DUJXH WKDW WKH SHDFHIXO UHODWLRQVKLS EHWZHHQ VWDWHV
GHSHQGVRQ WKH OHYHOVRI WKHLUGHPRFUDWLF UHJLPH%HWZHHQ'HPRFUDFLHV WKH OHYHOVRI HFRQRPLFFRRSHUDWLRQDQG
LQWHUGHSHQGHQFH DUH KLJK EHFDXVH RI WKHLU FRPPRQ SHUFHSWLRQV DERXW SHDFH DQG RWKHU IXQGDPHQWDO LGHDV DQG
WKHUHIRUH WKH\ DOZD\V SUHIHU D SHDFHIXO UHVROXWLRQ RI WKHLU GLIIHUHQFHV ,Q DGGLWLRQ GHPRFUDWLF SHDFH LV PRUH D
G\QDPLF SURFHVV WKDQ D VWDEOH VLWXDWLRQ DQG WKH PRUH WKH VWDWHV HPERG\ GHPRFUDWLF VWUXFWXUHV WKH PRUH WKH\
SURPRWH SHDFHIXO UHODWLRQV EHWZHHQ WKHP )RU H[DPSOH /RQJ  LQ RUGHU WR VXSSRUW KLV DUJXPHQW WKDW
H[SHFWDWLRQVRIFRQIOLFWGHFUHDVHWUDGHLVEDVHGRQVWDWH¶VGHPRFUDWLFUHJLPHDQGLWVLQIOXHQFHRQWUDGHUHODWLRQVKLS
DQGH[SHFWDWLRQV$OOWKHVHDVVXPSWLRQVDUHLOOXVWUDWHGLQ)LJXUH

 
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
/LEHUDOVDUJXH WKDW WUDGHSURPRWHVSHDFH IRFXVLQJRQYDULDEOHVRIKLJKVLJQLILFDQFHVXFKDV'HPRFUDWLF UHJLPH
DQG FRQWLJXLW\ EXW WKH HIIHFWV RI WUDGH RQ QDWLRQDO VHFXULW\ DUH YDJXH )RU H[DPSOH DOWKRXJK 2QHDO DQG 5XVVHW
DUJXHWKDWWUDGHUHGXFHVFRQIOLFWDQGPLOLWDUL]HGGLVSXWHVWKHQDWLRQDOVHFXULW\OHYHOVRIWKHWKUHDWHQHGVWDWH
UHPDLQORZPHDQLQJWKDWWKHWKUHDWHQHGVWDWH³IHHOV´LQVHFXUHVLQFHWKHFRQIOLFWKDVQRWEHHQHOLPLQDWHG

2Q WKH RWKHU KDQG WKH\ GRQ¶W FRQVLGHU VWDWH DV D GHWHUPLQDQW HPSKDVL]LQJ RQO\ RQ HFRQRPLF IDFWRUVZKLFK DFW
LQGHSHQGHQWO\7KLVLVDQLPSRUWDQWRPLVVLRQVLQFHWKH\H[DPLQHLQWHUVWDWHFRQIOLFWV)RUH[DPSOH0RUURZ
LVEDVHGRQWUDGHIORZVFRQWLJXLW\PLOLWDU\FDSDELOLWLHVDQGSROLWLFDOUHJLPHZLWKRXWWDNLQJLQWRFRQVLGHUDWLRQWKH
VWDWH¶VSRVLWLRQLQLQWHUQDWLRQDOV\VWHPDQGWKHQDWLRQDOLQWHUHVW
)XUWKHUPRUH/LEHUDOVGRQ¶WVKRZRIIWKHFDXVHVRIWKHFRQIOLFW,QVWHDGWKH\H[DPLQHZD\VRIFRQIOLFWUHVROXWLRQ
EDVHG RQ VHFRQGDU\ W\SHV RI SRZHU VXFK DV HFRQRPLF LQWHUGHSHQGHQFH WKURXJK WUDGH DQG IRUHLJQ GLUHFW
LQYHVWPHQWV ZLWKRXWPHQWLRQLQJ GHWHUPLQDQWV RI SRZHU VXFK DV LQIOXHQFH OHYHOV DQGZRUWKLQHVV RI WKH GLVSXWHG
DUHDPHDQLQJ WKH DGGHG YDOXH WKH FRQIOLFWXDO DUHD JLYHV WR WKH VWDWH¶V LQIOXHQFH DQG WKHUHIRUH WR LWV SRZHU )RU
H[DPSOH . 3RZHUV  DUJXHV WKDW QDWLRQDO VHFXULW\ LV ZHOO HVWDEOLVKHG ZKHQ VWDWHV MRLQ 5HJLRQDO 7UDGH
$JUHHPHQWVVLQFHWKH\FDQRSHUDWHDVPLOLWDU\DOOLDQFHV
,QDGGLWLRQ/LEHUDOVDUJXHRQO\DERXWWKHSDFLILFEHQHILWVRIWUDGHEXWWKH\GRQ¶WPHQWLRQWKHLPSDFWRIWKHVHHIIHFWV
RQUHODWLYHJDLQVDQGVWDWH¶VVRYHUHLJQW\7KDWLVWKDW LIDVWDWHLQFRQIOLFWFKRRVHWRUDLVHWKHWUDGHOHYHOVZLWKLWV
ULYDOLQRUGHUWRDYRLGFRQIOLFWHVFDODWLRQDQGZDUWKDWPHDQVWKDWLWVKDUHVLWVUHODWLYHJDLQVDQGWKLVFDQOHDGWRWKH
ORVV RI LWV VRYHUHLJQW\ )RU H[DPSOH /RQJ DQG /HHGV  DUJXH WKDW WKH OLQNDJH RI (FRQRPLF DQG 6HFXULW\
LVVXHVFDQUDLVHWKHWUDGHOHYHOVEXWWKH\GRQ¶WUHIHUWRWKHLPSDFWRIWKLVOLQNDJHRQWKHVWDWH¶VG\QDPLFVDQGDELOLW\
WRSURPRWHLWVLQIOXHQFH

/DVWEXWQRWOHDVW/LEHUDOVVHHPWRFDUHPRUHDERXWSHDFHDQGVWDELOLW\WKDQVWDWH¶VVRYHUHLJQW\DQGVXUYLYDOZLWKLQ
LQWHUQDWLRQDORUUHJLRQDOV\VWHP7KDW¶VEHFDXVHWKH\H[DPLQHWKLVLVVXHRQO\IURPHFRQRPLFDVSHFWWU\LQJWRUDLVH
WUDGH LQ WKH VSKHUH RI KLJK SROLWLFV :KDW LW LV QRW PHQWLRQHG LV WKDW WUDGH LQVWLWXWLRQV DQG RWKHU HFRQRPLF
RUJDQL]DWLRQVPD\SURYLGHWKHFRRSHUDWLRQDPRQJVWDWHVEXWWKHLURSHUDWLRQLVOLPLWHGVLQFHWKHVHLQVWLWXWLRQVGLGQ¶W
FRPH XS VSRQWDQHRXVO\ E\ LQGHSHQGHQW HFRQRPLF DFWRUV EXW LW ZDV WKH UHVXOW RI LQWHUVWDWH QHJRWLDWLRQV DQG
DJUHHPHQWV WKURXJKZKLFK WKHSRZHUIXOVWDWHVFRXOGVHFXUHWKHLUGRPLQDWLRQDQGSURPRWHWKHLU LQIOXHQFHWRWKHLU
FRPSHWLWRUV

)RUH[DPSOHDOWKRXJK*DUW]NH/LDQG%RHKPHUDUJXHWKDWFDSLWDOLQWHUGHSHQGHQFHUHGXFHVWKHXQFHUWDLQW\
DQG SURPRWHV FRQIOLFW UHVROXWLRQ ZLWKRXW PLOLWDU\ DFWLRQV ZKDW LW UHDOO\ KDSSHQV LV WKDW WKH WKUHDWHQHG FRXQWU\
H[SHULHQFHV D VWDWH RI YLUWXDO VHFXULW\ EHFDXVH LW VKDUHV LWV UHODWLYH HFRQRPLF JDLQV ZLWK LWV ULYDO WKURXJK
FRPPHUFLDO UHODWLRQV DQG WKLV KDV GLUHFW FRVW WR WKH LQIOXHQFH ILHOG $OO WKH DGGLWLRQDO FRQVLGHUDWLRQV DUH OLVWHG
EHORZ


x $OWKRXJKWUDGHUHGXFHVFRQIOLFWLWGRHVQ¶WHOLPLQDWHLW
x 6WDWHVKRXOGEHFRQVLGHUHGDVDQLPSRUWDQWGHWHUPLQDQW
x 7KHFDXVHVRIWKHFRQIOLFWVKRXOGEHHPSKDVL]HG
x 7KHLPSDFWRIWUDGH¶VSDFLILFEHQHILWVRQVWDWH¶VVRYHUHLJQW\DQGUHODWLYHJDLQVVKRXOGEH
H[DPLQHGIXUWKHU
x 6WDWH¶VVRYHUHLJQW\DQGVXUYLYDOVKRXOGEHWKHGRPLQDQWREMHFWLYHLQVWHDGRISHDFHDQG
WUDGHVWDELOLW\


 
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 7KH.DVKPLU&RQIOLFW

7KHFRQIOLFWEHWZHHQ,QGLDDQG3DNLVWDQVWDUWHGLQDIWHUWKH,QGLDQ,QGHSHQGHQFHIURP*UHDW%ULWDLQ'XULQJ
WKH%ULWLVK(PSLUH.DVKPLUDQG-DPPXZHUHDXWRQRPRXVVWDWHVDPRQJRWKHUVEXWDIWHUWKHGLVPDQWOHPHQWRIWKH
%ULWLVK(PSLUHWKHLUJRYHUQRUVKDGQ¶WGHFLGHGLQZKLFKVWDWH,QGLDRU3DNLVWDQZRXOGEHSDUWRI7KHODUJHVWSHUFHQW
RI WKHSRSXODWLRQ LQ WKHVH DUHDVZDV0XVOLPV VR3DNLVWDQZDVEDVHGRQ WKLV DUJXPHQW LQ RUGHU WR OHJLWLPDWH LWV
FODLPV 2Q WKH RWKHU KDQG ,QGLD PDLQWDLQHG WKDW LQ  WKH 0DKDUDMD DJUHHG WKH DFFHVVLRQ WR ,QGLD 7KLV
GLVDJUHHPHQW KDG DV D UHVXOW LQ2FWREHU WKH LQYDVLRQ LQ.DVKPLU E\ DUPHG WULEHVPHQZKR VXSSRUWHG WKH
3DNLVWDQ VLGH ,QGLD¶V UHVSRQVH WR WKH 0DKDUDMD ZKR DVNHG DUPHG DVVLVWDQFH LQ UHWXUQ WR DFFHVVLRQ WKURXJK D
UHIHUHQGXPZDVLPPHGLDWH7KHZDUHQGHGWZR\HDUVODWHULQQHYHUWKHOHVVWKHUHIHUHQGXPZDVQHYHUKHOG
DQGVRWKHDUHDUHPDLQGLVSXWHG

,Q WKHHIIRUWZDVPDGHE\ WKH86$DQG WKH8QLWHG.LQJGRP WRSURPRWHDSHDFHIXODJUHHPHQW IRU WKH WZR
DGYHUVDULHVZDVXQVXFFHVVIXO DQG LQ WKHKRVWLOLWLHVEHWZHHQ ,QGLDDQG3DNLVWDQ VWDUWHGDJDLQ3DNLVWDQRQFH
DJDLQLQLWLDWHGWKHZDUE\ODXQFKLQJPLOLWDU\RSHUDWLRQVDFURVVWKHFHDVHILUHOLQHDQG,QGLDUHWDOLDWHG$\HDUODWHU
LQERWKFRXQWULHV DIWHU WKH LQWHUYHQWLRQRI WKH81GHFLGHG WR VLJQDGHFODUDWLRQDFFRUGLQJ WRZKLFK WKH\
ZHUHFRPPLWWHGWRVWRSPLOLWDU\DFWLRQVDQGVROYHWKHLUGLIIHUHQFHVE\SHDFHIXOPHDQVDVZHOODVWRUHWXUQWRWKHLU
SUHYLRXVSRVLWLRQV

,QVWHDGRISURPRWLQJSHDFH,QGLDWRRNDGYDQWDJHRIWKH3DNLVWDQ¶VFLYLOZDULQE\VXSSRUWLQJHWKQLFJURXSV
ZKR ZHUH RSSRVHG WR WKH 3DNLVWDQ¶V DGPLQLVWUDWLRQ DQG GHPDQGHG WKHLU DXWRQRP\ 7KLV KDG DV D UHVXOW WKH
HPHUJHQFHRI%DQJODGHVK DV DQ DXWRQRPRXV DQG LQGHSHQGHQW VWDWHZKLFKZDV UHFRJQL]HGE\ WKH3DNLVWDQLV DQG
ERWK FRXQWULHV DJUHHG WR UHVSHFW WKH FHDVHILUH OLQH 1HYHUWKHOHVV 3DNLVWDQ GLG QRW DFFHSW WKH DFFRUG LQ 
EHWZHHQWKH*RYHUQPHQWRI.DVKPLUDQG,QGLDDFFRUGLQJWRZKLFK.DVKPLUZDVEHFRPLQJSDUWRI,QGLD

7KH GLVSXWHV FRQWLQXHG XQWLO  ZKHQ WKH .DVKPLU¶V LQVXUJHQF\ VWDUWHG $UPHG 0XVOLPV GHPDQGHG
LQGHSHQGHQFH RI -DPPX DQG .DVKPLU DQG RWKHU GHPDQGHG XQLRQ ZLWK 3DNLVWDQ ,QGLD DFFXVHG 3DNLVWDQ IRU
HQKDQFLQJ DQG VXSSO\LQJ WKHVH JURXSV ZLWK ZHDSRQV DQG FDOOHG 3DNLVWDQ WR VWRS SURPRWLQJ WKH FURVVERUGHU
WHUURULVP$IWHUWKDWLQWKHWZRULYDOVPHWLQ'HOKLDQGDJUHHGRQFUHDWLQJDQDJHQGDRIHLJKWSRLQWVLQRUGHU
WRSURPRWHDSHDFHIXOUHVROXWLRQDOWKRXJKWKH\GLGQ¶WPDQDJHWRUHDFKDQDJUHHPHQW
7KHQH[W\HDUZDVFKDUDFWHUL]HGE\QXFOHDUHVFDODWLRQRIWKHDOUHDG\VWUDLQHGUHODWLRQV%RWKULYDOVZLWKRXW
KDYLQJVXFFHHGHGDQ\SURJUHVVUHJDUGLQJWKHUHVROXWLRQRIWKH.DVKPLUFRQIOLFWEHJDQDVKDUSHVFDODWLRQRIDUPV
UDFHE\FRQGXFWLQJDWWKHVDPHWLPHQXFOHDUWHVWV7KH86$DQG-DSDQUHDFWHGLPPHGLDWHO\E\LPSRVLQJVDQFWLRQV
DJDLQVWERWKFRXQWULHV,QGLDDQG3DNLVWDQLQRUGHUWRSUHYHQWDQXFOHDUFRQIURQWDWLRQDQGD\HDUODWHUWKH\VLJQHG
WKH 'HFODUDWLRQ RI /DKRUH KWWSPHDJRYLQLQIRFXVDUWLFOHKWP"/DKRUH'HFODUDWLRQ)HEUXDU\ 
DFFRUGLQJWRZKLFKWKH\ZHUHSOHGJHGWRUHVROYHDOOWKHLULVVXHVSHDFHIXOO\

,Q3DNLVWDQL IRUFHVZHUH LQILOWUDWHG LQ.DVKPLUDQG,QGLD ODXQFKHGDLUVWULNHVDJDLQVW WKHP2QFHDJDLQ WKH
FRQIOLFW LQLWLDWHG DOPRVW  SHRSOH EHFDPH UHIXJHV PDLQO\ RQ WKH ,QGLDQ VLGH DQG WKH *HQHUDO 3HUYH]
0XVKDUUDIOHG3DNLVWDQLQWRDWKUHH\HDUFRXS,QDGGLWLRQLQVXLFLGHDWWDFNVLQ.DVKPLUDQG'HOKLFDXVHGD
VHULRXVHVFDODWLRQRIWKHQXPEHURIWURRSVDFURVVWKH,QGR3DNLVWDQERDUGHUV
,QIRUWKHILUVWWLPHERWKVLGHVDJUHHGRQ&RPSRVLWH'LDORJXH3URFHVVLQRUGHUWRSURPRWHPRUHGLDORJXHLQ
GLIIHUHQWOHYHOVDQGWKH,QGLDQSULPHPLQLVWHUDQQRXQFHGWKDW,QGLDZDVZLOOLQJWRZLWKGUDZDVLJQLILFDQWQXPEHURI
WURRSVIURP.DVKPLUDQGERWKULYDOVDJUHHGWRFUHDWHDFRPPRQLQVWLWXWLRQDOPHFKDQLVPLQRUGHUWRIDFHWHUURULVP
,QWKHGLDORJXHZDVFRQWLQXHGLQWKHVKDGRZRIERPELQJDWWDFNVZLWKQHZLVVXHVVXFKDVWKHUHGXFWLRQRIWKH
QXFOHDUDQGEDOOLVWLFPLVVLOHVDQGLQ,QGLDDQG3DNLVWDQDJUHHGRQELODWHUDOWUDGH
 
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URXWHV VLQFH WKH\ KDG DOUHDG\ MRLQW D IUDPHZRUN DJUHHPHQW RQ JDV SLSHOLQH SURMHFW ZLWK 7XUNPHQLVWDQ DQG
$IJKDQLVWDQ1HYHUWKHOHVV,QGLDEURNHRIIWDONVZLWK3DNLVWDQEHFDXVHRIQHZERPELQJDWWDFNVLQ0XPEDLZKLFK
KDGEHHQSODQQHGIURPWKH3DNLVWDQL,QWHOOLJHQFH$JHQF\VRPHWKLQJWKDWD\HDUODWHUZDVFRQILUPHGE\WKH3DNLVWDQ
JRYHUQPHQW


,QWKHFRQIOLFWHVFDODWHGDJDLQLQ.DVKPLUZKHUH,QGLDQDQG3DNLVWDQPLOLWDU\IRUFHVZHUHILULQJHDFKRWKHUDW
WKH FHDVHILUH OLQH7ZR \HDUV ODWHU WDONV VWDUWHG DJDLQEHWZHHQ WKH WZRDGYHUVDULHV DQG LQ WKH\PHW LQ1HZ
<RUNXQGHUWKH81*HQHUDO$VVHPEO\DQGWKH\DJUHHGWRSURPRWHWKHGHHVFDODWLRQRIWKHFRQIOLFWLQWKHGLVSXWHG
DUHDRI.DVKPLUDVZHOODVWRUHOHDVHWUXFNVZLWKFRPPHUFLDOJRRGVZKLFKZHUHGHWDLQHGE\ERWKVLGHV8SWRQRZ
WKHWDONVDUHFRQWLQXRXVDQGERWKVLGHVEHOLHYHWKDWWKHWHQVLRQLQWKHDUHDZLOOEHGHFUHDVHGLQRUGHUWRSURPRWHD
SHDFHIXOUHVROXWLRQRIWKHFRQIOLFW7KH%%&1HZV$O-D]HHUD)LJXUHLOOXVWUDWHVWKHWLPHOLQHRIWKH.DVKPLU
FRQIOLFW
 
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:(,*+,1*$%62/87($1'5(/$7,9(*$,16

 ,1752'8&7,21

,Q WKLV VHFWLRQ WKHPDLQ REMHFWLYH LV WR H[DPLQH WKH FRQILJXUDWLRQ RI HFRQRPLF DQGPLOLWDU\ DEVROXWH DQG
UHODWLYH JDLQV:H ILUVW IRFXV RQ ,QGLD¶V DQG 3DNLVWDQ¶V FRPPHUFLDO UHODWLRQV DPRQJ RWKHUV DQG EHWZHHQ
WKHPHVSHFLDOO\RQHFRQRPLFLQGLFDWRUVVXFKDVWUDGHZLWKRWKHUSDUWQHUVELODWHUDOWUDGHJURZWKUDWHWUDGH
DJUHHPHQWVDQGIRUHLJQH[FKDQJHUHVHUYHV7KHQZHIRFXVRQPLOLWDU\H[SHQGLWXUHVDQGLQQRYDWLRQVVXFKDV
QXFOHDUZHDSRQVLQRUGHUWRGHILQHWKHPLOLWDU\DEVROXWHDQGUHODWLYHJDLQV

 &200(5&,$/5(/$7,216

(YHQ WKRXJK ,QGLD KDV QRW LPSRVH DQ\ HFRQRPLF VDQFWLRQV WR 3DNLVWDQ WKHLU FRPPHUFLDO UHODWLRQV DUHQ
W
FORVHHQRXJK)URPWKH¶VXQWLOERWKHFRQRPLHVZHUHGLUHFWHGWRRWKHUWUDGHSDUWQHUVDQGWKH\ZHUHQ¶W
³RSHQ´ HQRXJK 0RUH VSHFLILFDOO\ DFFRUGLQJ WR WKH ([HFXWLYH 6XPPDU\ RI WKH 86$,'  3DNLVWDQ
UDLVHGWKHSHUFHQWDJHRIH[SRUWLQJJRRGVWR'HYHORSLQJFRXQWULHVIURPLQWRLQDQG
IRUWKHVDPH\HDUVWKHSHUFHQWDJHRILPSRUWLQJJRRGVIURPWKHVDPHJURXSRIFRXQWULHVDOVRZDVUDLVHGIURP
WR,QGLDRQWKHRWKHUKDQGDOVRUDLVHGLWVWUDGLQJOHYHOVZLWK'HYHORSLQJFRXQWULHV,QWKH
SHUFHQWDJHRIH[SRUWVWRWKHVHFRXQWULHVZDVDQGLQUHDFKHGWKH7KHVDPHFDQEHVDLGIRU
LPSRUWV ,Q  ,QGLD¶V LPSRUWV IURP'HYHORSLQJ&RXQWULHVZDV  DQG LQ  WKH\ZHUH UDLVHG DW


7DEOH6KDUHRI([SRUWVDQG,PSRUWVIURP'HYHORSLQJ&RXQWULHV
,1',$ 6KDUHRI([SRUWV 6KDUHRI,PSRUWV 3$.,67$1 6KDUHRI([SRUWV 6KDUHRI,PSRUWV
     
   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6RXUFH86$,'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'XULQJ WKDW SHULRG IURP  WR  WKH RSHQQHVV LQ WUDGH ZDV UDLVLQJ IRU ERWK FRXQWULHV DOVR DV D
SHUFHQWDJHRI*'3DFFRUGLQJWRWKHWDEOHEHORZ7KHVKDUHRIH[SRUWVIRU,QGLDZDVLQRIWKH
*'3DQGLQUHDFKHGWKHRIWKH*'3DQGWKHVKDUHRILPSRUWVZDVDQGRIWKH*'3
UHVSHFWLYHO\)RU3DNLVWDQRQWKHRWKHUKDQGWKHVKDUHRIH[SRUWVZDVRIWKH*'3LQDQG
RIWKH*'3LQDQGWKHVKDUHRILPSRUWVZDVDQGRIWKH*'3UHVSHFWLYHO\

7DEOH6KDUHRI([SRUWVDQG,PSRUWVLQ*'3
,1',$ 6KDUHRI([SRUWV 6KDUHRI,PSRUWV 3$.,67$1 6KDUHRI([SRUWV 6KDUHRI,PSRUWV
     
     
     
     
     
6RXUFH86$,'
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$OVRQRWLFHDEOH LV WKH FRQILJXUDWLRQRI WKH*'3*URZWK5DWH IRU ERWK FRXQWULHV0RUH VSHFLILFDOO\ ,QGLD
UDLVHG WKH JURZWK UDWH IURP  LQ WKH ¶V WR  LQ WKH ¶V RQ WKH FRQWUDU\ WR 3DNLVWDQ ZKLFK
GHFUHDVHGLWIURPWRUHVSHFWLYHO\

7DEOH*URZWK5DWHV*'3
,1',$ *URZWK5DWH 3$.,67$1 *URZWK5DWH
¶V  ¶V 
¶V  ¶V 
¶V  ¶V 
¶V  ¶V 
¶V  ¶V 
6RXUFH86$,'

1HYHUWKHOHVV WKHHFRQRPLFDFWLYLW\EHWZHHQ WKH WZRDGYHUVDULHV LVFKDUDFWHUL]HGE\DFRPSOHWHDEVHQFHRI
FRRSHUDWLRQ DQG WUXVW ,Q WKH EHORZ7DEOHV  WKHUH DUH OLVWHG WKH WHQPRVW LPSRUWDQW ,QGLD¶V H[SRUW DQG
LPSRUWVSDUWQHUVIURPWRWRDFFRUGLQJWRWKHGDWDRIWKH,QWHUQDWLRQDO0RQHWDU\)XQG$VIDUDV
WKHH[SRUWVDUHFRQFHUQHG,QGLD¶VILUVWDQGPRVWLPSRUWDQWWUDGHSDUWQHULQYDOXHRIH[SRUWVLVWKH86)URP
 WR WKHYDOXHRIH[SRUWLQJJRRGVKDVEHHQUDLVHGIURPPLOOLRQ86'WRPLO
86'DOPRVWWKUHHWLPHVPRUH7KH8QLWHG$UDE(PLUDWHVDUHLQWKHVHFRQGSODFHZLWKPLO86'
DQG&KLQD PDLQODQG LQ WKH WKLUG SODFHZLWK PLO86' 6LQJDSRUH -DSDQ DV ZHOO DV (XURSHDQ
FRXQWULHVVXFKDV*HUPDQ\DQGWKH1HWKHUODQGVDUHDPRQJRWKHUVZKLFKFRQVWLWXWHVRPHRIWKHPDMRUH[SRUW
SDUWQHUVIRU,QGLD

7DEOH,QGLD¶VWRS([SRUW3DUWQHUVPLO86'
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5HJDUGLQJ,QGLD¶VLPSRUWSDUWQHUVDVWKH\DUHLOOXVWUDWHGLQ7DEOH&KLQDPDLQODQGLVLQILUVWSODFHDQGWKH
YDOXHRILPSRUWVKDVEHHQLQFUHDVHGIURPWR0RUHVSHFLILFDOO\LQWKHYDOXHRILPSRUWVIURP
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PLO86'LQDQG LQ
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
2QWKHRWKHUKDQG3DNLVWDQ¶VWUDGHSDUWQHUVLQFOXGH,QGLDZKLFKLVLQWKHILIWKSODFHZLWKPLO86'
ZKLOHLQWKHILUVWWKUHHSODFHVDUH&KLQDPDLQODQGZLWKPLO86'6DXGL$UDELDZLWKPLO
86'DQG8QLWHG$UDE(PLUDWHVZLWKPLO86':KDW VKRXOGEHPHQWLRQHG DW WKLV SRLQW LV WKDW
3DNLVWDQ¶V LPSRUWV IURP ,QGLD VWDUW UDLVLQJ IURP  RQZDUGV EHFDXVH DW WKDW WLPH WKH WZR DGYHUVDULHV
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PDLQODQG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6RXUFH'LUHFWLRQRI7UDGH6WDWLVWLFV'276,0)

,QDGGLWLRQ ,QGLD¶VELODWHUDO WUDGHZLWK3DNLVWDQDQGYLFHYHUVD LVQRW WKDWFORVHDQG LW LVFKDUDFWHUL]HGE\
ORZYDOXH RI H[SRUWV DQG LPSRUWV0RUH VSHFLILFDOO\ IURP WKH EHJLQQLQJ RI WKH FRQIOLFW LQ  WR 
3DNLVWDQZDVQ¶W YHU\ DWWUDFWLYH SDUWQHU WR ,QGLD )URP  WR  ,QGLD¶V YDOXH RI H[SRUWV WR 3DNLVWDQ
GLGQ¶W RYHUFRPH WKH  PLO 86' DQG LPSRUWV¶ KLJKHVW OHYHO ZDV LQ  ZLWK  PLO86'
6LPLODUO\H[SRUWV UHPDLQHG ORZIRU WKHVDPHSHULRG WKHYDOXHRIZKLFKGLGQ¶WRYHUFRPHWKHPLO
86'1HYHUWKHOHVV LQ WKHYDOXHRIH[SRUWV VWDUWHG LQFUHDVLQJJUDGXDOO\ UHDFKLQJ WKHPLO
86'LQDQGPLO86'LQDVLWLVLOOXVWUDWHGLQ)LJXUH

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)LJXUH,QGLD¶VYDOXHRI7UDGHZLWK3DN
6RXUFH'LUHFWLRQRI7UDGH6WDWLVWLFV'2

2QWKHRWKHUKDQGWKHVDPHFDQ
JUDGXDOULVHLQLPSRUWVIURP,QGL
ZDVUHPDLQLQJLQORZOHYHOVZLWK
WKHYDOXHRILPSRUWLQJJRRGVIURP


)LJXUH3DNLVWDQ¶VYDOXHRI7UDGHZLWK
6RXUFH'LUHFWLRQRI7UDGH6WDWLVWLFV'2

$VIDUDVWKHELODWHUDOHFRQRPLF
LVDOVRQRWLFHDEOH$OWKRXJKERWK
QR HFRQRPLF DJUHHPHQW EHWZHH
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$JUHHPHQWVVXFKDVWKH$VLD3DFLILF7UDGH$JUHHPHQW$37$DQG$VVRFLDWLRQRI6RXWKHDVW$VLDQ1DWLRQV
86$,'7DEOHLOOXVWUDWHV,QGLD¶VHFRQRPLFDJUHHPHQWVVRIDU

7DEOH,QGLD¶V7UDGH$JUHHPHQWV

$JUHHPHQWRQ(FRQRPLF&RRSHUDWLRQEHWZHHQ,QGLDDQG)LQODQG
$JUHHPHQWRI&RRSHUDWLRQZLWK1HSDO
$JUHHPHQWRQ6RXWK$VLD)UHH7UDGH$UHD6$)7$
$VLD3DFLILF7UDGH$JUHHPHQW$37$
&RPSUHKHQVLYH(FRQRPLF&RRSHUDWLRQ$JUHHPHQW&(&$EHWZHHQWKH5HSXEOLFRI,QGLDDQGWKH
5HSXEOLFRI6LQJDSRUH
&RPSUHKHQVLYH(FRQRPLF&RRSHUDWLRQ$JUHHPHQW&(&$EHWZHHQ,QGLDDQG0DOD\VLD
,QGLD$IULFD7UDGH$JUHHPHQW
,QGLD&KLOH
,QGLD$IJKDQLVWDQ3UHIHUHQWLDO7UDGH$JUHHPHQW
$JUHHPHQWVEHWZHHQ,QGLDDQG$VVRFLDWLRQRI6RXWKHDVW$VLDQ1DWLRQV
,QGLD%KXWDQ7UDGH$JUHHPHQW
,QGLD-DSDQ&RPSUHKHQVLYH(FRQRPLF3DUWLFLSDWLRQ$JUHHPHQW&(3$
,QGLD.RUHD&RPSUHKHQVLYH(FRQRPLF3DUWLFLSDWLRQ$JUHHPHQW&(3$
,QGLD0(5&2685%UD]LO$UJHQWLQD8UXJXD\DQG3DUDJXD\3UHIHUHQWLDO7UDGH$JUHHPHQW
,QGLD1HSDO7UDGH7UHDW\
,QGLD6UL/DQND)UHH7UDGH$JUHHPHQW
6$$5&$JUHHPHQWRQ7UDGHLQ6HUYLFHV
7UHDW\RI7UDQVLWEHWZHHQ,QGLDDQG1HSDO
6RXUFH86$,'

7KHUH LV RQO\ RQH WUDGLQJ DUUDQJHPHQW ZLWK 3DNLVWDQ 86$,'  ZKLFKZDV KHOG LQ  LQ VHYHUDO
JRRGVHVSHFLDOO\UDZPDWHULDOVZKLFKDUHQRWSURGXFHGLQDORFDOOHYHO
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3DNLVWDQ¶VWUDGHDJUHHPHQWVRQWKHRWKHUKDQGLQFOXGHRQO\FRXQWULHVVXFKDV$IJKDQLVWDQ0DOD\VLD&KLQD
6UL/DQND,UDQ0DXULWLXVDQG,QGRQHVLDDQGLVDOVRPHPEHURI5HJLRQDO7UDGH$JUHHPHQWVVXFKDV6RXWK
$VLDQ)UHH7UDGH$JUHHPHQWDQG6$$5&$JUHHPHQWRQ7UDGHLQ6HUYLFHV7DEOHLOOXVWUDWHVWKHWUDGH
SDUWQHUVRI3DNLVWDQRQHFRQRPLFDJUHHPHQWV

7DEOH3DNLVWDQ¶V7UDGH$JUHHPHQWV

(FRQRPLF&RRSHUDWLRQ2UJDQL]DWLRQ7UDGH$JUHHPHQW(&27$3HQGLQJ
3DNLVWDQ6UL/DQND)UHH7UDGH$JUHHPHQW
6RXWK$VLDQ)UHH7UDGH$JUHHPHQW6$)7$
3DN±,UDQ3UHIHUHQWLDO7UDGH$JUHHPHQW
3DNLVWDQ&KLQD)UHH7UDGH$JUHHPHQW*RRGVDQG,QYHVWPHQW
3DNLVWDQ&KLQD)UHH7UDGH$JUHHPHQWRQ6HUYLFHV
'HYHORSLQJ'%DQJODGHVK(J\SW,QGRQHVLD,UDQ0DOD\VLD1LJHULD3DNLVWDQDQG7XUNH\
0DOD\VLD3DNLVWDQ&RPSUHKHQVLYH(FRQRPLF3DUWQHUVKLS$JUHHPHQW03&(3$
3DN0DXULWLXV3UHIHUHQWLDO7UDGH$JUHHPHQW
6RXWK$VLDQ$VVRFLDWLRQIRU5HJLRQDO&RRSHUDWLRQ6$$5&$JUHHPHQWRQ7UDGHLQ6HUYLFHV
6$7,6
3DNLVWDQ,QGRQHVLD3UHIHUHQWLDO7UDGH$JUHHPHQW37$
8QLODWHUDO7UDGH3UHIHUHQFHWR$IJKDQLVWDQ3DNLVWDQ7UDQVLW7UDGH$JUHHPHQW$377$IRUIUHVKDQG
GU\IUXLWV
6RXUFH86$,'

/DVWEXWQRWOHDVWWKHIRUHLJQH[FKDQJHUHVHUYHVLVDQLQGLFDWRURIKLJKVLJQLILFDQFHEHFDXVHWKH\DUHGLUHFWO\
LQIOXHQFHG E\ LPSRUWV ZKLFK DPRQJ RWKHU IDFWRUV GHILQH WKH VWDWH¶V DEVROXWH RU UHODWLYH LI LW FRQFHUQV
DQRWKHUVWDWHJDLQV)RUERWKFRXQWULHV,QGLDDQG3DNLVWDQWKHIRUHLJQH[FKDQJHUHVHUYHVDVSHUFHQWDJHRI
LPSRUWVLVDOPRVWWKUHHWLPHVPRUHWKDQLWZDVDWWKHLQLWLDWLRQRIWKHFRQIOLFWEHWZHHQWKHP$FFRUGLQJWRWKH
7DEOH  EHORZ ,QGLD¶V UHVHUYHV GHFUHDVHG LQ  WR  EXW LQFUHDVHG DJDLQ UHDFKLQJ WKH QH[W WZHQW\
\HDUVWKH6LPLODUO\EXWLQORZHUUDWHV3DNLVWDQLQFUHDVHGLWVUHVHUYHVWRIURPLQ

7DEOH)RUHLJQ([FKDQJH5HVHUYHVRILPSRUWV
,1',$ )RUHLJQ([FKDQJH5HVHUYHV
DVRI,PSRUWV
3$.,67$1 )RUHLJQ([FKDQJH5HVHUYHV
DVRI,PSRUWV
   
   
   
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 
 
6RXUFH86$,'

 &21&/86,216

:LWK UHJDUG WR ELODWHUDO HFRQRPLF
VXPPDUL]H WKHRXWFRPHRI WKHLU HFR
WLPH RI WKH FRQIOLFW¶V LQLWLDWLRQ XQW
EHWZHHQWKHWZRDGYHUVDULHV$OWKRX
QRW RQO\ LQ ELODWHUDO EXW DOVR LQ UH
FRRSHUDWLRQEHFDXVHWKHPRWLYHVDUH

)RUH[DPSOHIURPWRJ
WUDGLQJSDUWQHUV,QGLDKDVFRQWUDFWH
VXFKDV1HSDO%KXWDQ&KLQDDQG6U
ELODWHUDODQGUHJLRQDOWUDGHDJUHHPH
DQG 6UL/DQND EXW QRW ZLWK ,QGLD
SURGXFHGLQORFDOOHYHO,QGLDUDLVHG
UHODWLRQVKLSEHWZHHQWKHP

6HFRQG,QGLDUDLVHGWKHOHYHOVRILWV
IURPWKHLQLWLDWLRQRIWKHFRQIOLFWWRW
*'3DOPRVWUHDFKHGWKDWRI3DNLVWD
KLJKHUWKDQLWVLPSRUWV7KHVHLQG
DEVROXWHDQGUHODWLYHHFRQRPLFJDLQV
LWZRXOGEHEHFDXVHRIWKHLQWHUVWDWH
,QGLD¶VLQFUHDVHRIHFRQRPLFDEVROXW


%,/$7(5$/0,/,7$5<5(/$7

,QGLD¶V PLOLWDU\ H[SHQGLWXUHV KDV
LQFUHDVLQJ$FFRUGLQJWRWKH)LJXUH
DQGDIWHUDVPDOOGHFOLQHLQWK
LQWKHPLO86'7KDWLV

)LJXUH,QGLD¶V0LOLWDU\([SHQGLWXUHV
6RXUFH6,35,

Ϭ
ϭϬϬϬϬ
ϮϬϬϬϬ
ϯϬϬϬϬ
ϰϬϬϬϬ
ϱϬϬϬϬ
ϲϬϬϬϬ
 
 
 UHODWLRQV EHWZHHQ ,QGLD DQG 3DNLVWDQ WKHUH DUH WZ
QRPLFDFWLYLW\ WKURXJK WKHLU DOUHDG\VWUDLQHG UHODWLR
LO WRGD\ OLWWOH KDV EHHQ GRQH ZLWK UHJDUG WR WKH HFR
JKERWKVWDWHVVKRZH[WURYHUVLRQE\FRQWUDFWLQJFRPP
JLRQDO OHYHO WKH\ DUH VXVSLFLRXV IRU WKH UHDO REMHF
QRWHFRQRPLFEXWWKH\GHULYHIURPWKHFRQIOLFW
LYHQWKDWWKHYDOXHRIELODWHUDOWUDGHLVH[WUHPHO\ORZ
GELODWHUDOWUDGHDJUHHPHQWVZLWKDOPRVWDOORILWVQHL
L/DQNDEXWQRWZLWK3DNLVWDQ3DNLVWDQRQWKHRWKHU
QWVDOVRZLWKLWVQHLJKERULQJFRXQWULHVVXFKDV%DQJO
2QO\ LQ  DIWHU WKH WUDGH DUUDQJHPHQW IRU SURG
WKHYDOXHRIH[SRUWVWR3DNLVWDQEXWZLWKRXWDQ\VLJQL
JURZWKUDWHDVZHOODVLWVH[FKDQJHUHVHUYHVPRUHWKDQ
KHODVWGHFDGH,QDGGLWLRQ,QGLD¶VVKDUHRIH[SRUWVD
Q¶VZKLOHLQELODWHUDOOHYHO,QGLD¶VYDOXHRIH[SRUWVWR
LFDWRUVVKRZWKDW,QGLDDOOWKHVH\HDUVKDGWKHRSSRUWX
VLQFHWKHHFRQRPLFFRRSHUDWLRQZLWK3DNLVWDQZDVQ
FRQIOLFW&RQVHTXHQWO\WKHZHDNELODWHUDOFRPPHUFLD
HJDLQVGLGQ¶WDIIHFWWKHFRQILJXUDWLRQRIWKHFRQIOLFW
,216
EHHQ UDLVHG VLQFH WKH QXPEHU RI WHUURULVWV¶ DWWDFN
EHORZLQ,QGLDH[SHQGHGPLO86'IR
HH[SHQGLWXUHVUDLVHGDJDLQE\UHDFKLQJLQWKH
LQWZHQW\ILYH\HDUVWKHPLOLWDU\H[SHQGLWXUHVZHUHU

ŵŝů͘h^
R SRLQWV WKDW FDQ
QVKLS)LUVWE\ WKH
QRPLF FRRSHUDWLRQ
HUFLDODJUHHPHQWV
WLYHV RI D SRWHQWLDO
FRPSDUHGWRRWKHU
JKERULQJFRXQWULHV
VLGHKDVFRQWUDFWHG
DGHVK,UDQ7XUNH\
XFWV WKDW FDQQRW EH
ILFDQWHIIHFWVRQWKH
3DNLVWDQGLG
VSHUFHQWDJHRIWKH
3DNLVWDQZDV
QLW\WRUDLVHLWV
¶WKLJKHQRXJKQRU
OUHODWLRQVDQG
IRUWKHEHWWHU
V LQ .DVKPLU ZDV
UPLOLWDU\SXUSRVHV
PLO86'DQG
DLVHG
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2Q WKHRWKHU KDQG DOWKRXJK WKH
*'3$FFRUGLQJ WR)LJXUH LQ
DIWHUVRPHIOXFWXDWLRQV LQ
SHUFHQWDJHGLGQRWH[FHHGWKHLQL

)LJXUH,QGLD¶V0LOLWDU\([SHQGLWXUHVD

$VIDUDV3DNLVWDQ¶VPLOLWDU\H[S
WRPLO86'LQWKDW
WKHUHZDV D UDSLG UDLVLQJ IURP
LQFUHDVHG IURP WRP
,QGLD

)LJXUH3DNLVWDQ¶V0LOLWDU\([SHQGLWXUH
6RXUFH6,35,

,QDGGLWLRQDOWKRXJK3DNLVWDQ¶V
$FFRUGLQJ WR WKH )LJXUH  LQ
JUDGXDOO\DWLQDQG
*'3IURPWRZDV


Ϭ͕Ϭй
ϭ͕Ϭй
Ϯ͕Ϭй
ϯ͕Ϭй
ϰ͕Ϭй
Ϭ
ϭϬϬϬ
ϮϬϬϬ
ϯϬϬϬ
ϰϬϬϬ
ϱϬϬϬ
ϲϬϬϬ
ϳϬϬϬ
ϴϬϬϬ
ϵϬϬϬ
 UDWH RIPLOLWDU\ H[SHQGLWXUHV LQFUHDVHG LWZDVGHFU
PLOLWDU\H[SHQGLWXUHVZHUH LQRI WKH*'
RI WKH*'3,WDOVR LPSRUWDQW WRPHQWLRQ WKDW WKUR
WLDO
VRI*'36RXUFH6,35,
HQGLWXUHVDUHFRQFHUQHGWKHUHLVDOVRDUDLVLQJIURP
LVUDLVHDOPRVWKDOIRI,QGLD¶VUDLVH$FFRUGLQJ
 WRPLO86' LQ DQG IURP WR
LO86' WKDW LV PRUH EHFDXVHRI WKH HVFDODWL
V
PLOLWDU\H[SHQGLWXUHV LQFUHDVHG WKH\GHFUHDVHGDVS
 WKH H[SHQGLWXUHVZHUH RI WKH*'3 DQG W
LQ ,Q WRWDO WKHGHFUHDVH LQPLOLWDU\H[SHQG
RQWKHFRQWUDU\WR,QGLD¶V WKHFRUUHVSRQGLQJSHU
й'W
й'W
ŵŝů͘h^
HDVHG DVSHUFHQWDJHRI
3DQG WKHQGHFUHDVHG
XJKDOO WKHVH\HDUVQR
PLO86'LQ
WR)LJXUHLQ
 WKH H[SHQGLWXUHV
RQRI WKH FRQIOLFWZLWK
HUFHQWDJHRI WKH*'3
KHQ VWDUWHG GHFUHDVLQJ
LWXUHVDVSHUFHQWDJHRI
FHQWDJHVGHFUHDVHGE\
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)LJXUH3DNLVWDQ¶V0LOLWDU\([SHQGLWXUHVDV
6RXUFH6,35,

,QDGGLWLRQ WKHIDFW WKDWERWK,QGLD
DERXWQXFOHDUZHDSRQVLVEDVHGRQG
ILUVWXVHWKDWLV,QGLDZLOOQHYHUVWD
$UPV&RQWURO$VVRFLDWLRQ
DOPRVWWRQXFOHDUZHDSRQV
UHDFWRU DQG SODQV WR EXLOG PRUH WK
RISOXWRQLXPZKLFKLVWKHFRUHRIWKH

3DNLVWDQ RQ WKH RWKHU KDQG ULJKW
SURJUDP,WLVHVWLPDWHGWKDWLWKDVD
KDG EHHQ LPSRVHG E\ WKH 86 3DN
DWWDFN WKH 86 KDG WR FRRSHUDWH FO
3DNLVWDQKDVPHQWLRQHGWKDWQXFOHDU
WKDWLW¶VGRFWULQHLVEDVHGRQDQRILU
GHYHORSV QXFOHDU ZHDSRQV LQ RUGH
SRVVHVVHV IRXU UHDFWRUVDQG LW LVXQF
QHLWKHURIWKHWZRULYDOVKDVQ¶WMRLQ
JDLQVIRUERWKVLGHV


 &21&/86,216

:LWKUHJDUGWRELODWHUDOPLOLWDU\UHOD
GUDZQ)LUVWERWKFRXQWULHVIHHOVXVS
PDGH LQ RUGHU WR GHHVFDODWH WKH
FRPSHWLWLRQRIWKHPLOLWDU\VSHQGLQJ
DQGXQFHUWDLQW\EHFDXVHWKHPRUH
IHHOVLQVHFXUHFRQVHTXHQWO\LWDOVRLQ

6HFRQG LW LV UDWKHU GRXEWIXO WKDW Q
YXOQHUDEOHDQGQRWRQO\GLGWKHFRQ
UHVXOW WKH OLNHOLKRRG RI ZDU ZLWK
UHTXLUHGIRUWKHGHYHORSPHQWRIQX
PRUHXQFHUWDLQW\2QWKHRWKHUKDQG
FDQHVWLPDWHWKHRWKHU¶VDEVROXWHJDL
LVDULVNWRLQFUHDVHWKHULYDO¶VHFRQR
Ϭ͕Ϭй
ϭ͕Ϭй
Ϯ͕Ϭй
ϯ͕Ϭй
ϰ͕Ϭй
ϱ͕Ϭй
ϲ͕Ϭй
ϳ͕Ϭй
ϴ͕Ϭй
RI*'3
DQG3DNLVWDQDUHQXFOHDUIRUFHVVKRXOGQRWEHLJQRU
HWHUUHQFHLQWKUHHOHYHOVODQGEDVHGPDULWLPHDQGD
UWDQXFOHDUZDUXQOHVVLWLVDWWDFNHGZLWKQXFOHDUZHD
,QGLD¶VILUVWQXFOHDUWHVWZDVKHOGLQDQGLW LVH
6,35,)XUWKHUPRUH,QGLDKDVFRPSOHWHGDSUR
DQ ILYH LQ WKH QH[W \HDUV LQ RUGHU WR LQFUHDVH WKH
LWVQXFOHDUZHDSRQV
DIWHU ,QGLD¶V ILUVW QXFOHDU WHVW LQ WKH ¶V EHJDQ LW
OPRVWWRQXFOHDUZHDSRQV6,35,DQGGHVSLW
LVWDQ FRQWLQXHG LWV QXFOHDU SURJUDP JLYHQ WKDW DIWH
RVHU ZLWK 3DNLVWDQ LQ RUGHU WR FRPEDW WHUURULVP ,Q
ZHDSRQVZRXOGEHWKHODVWUHVRUWLQDPLOLWDUL]HGFRQ
VWXVHLW¶VQRWFOHDUZKHWKHULWPHHWVLWVUHDOLQWHQWLRQ
U WR HQFRXQWHU ,QGLD¶V FRQYHQWLRQDO IRUFHV DUPV
OHDUZKHWKHU LW LVJRLQJ WRGHYHORSPRUH$V IRU WKH
DQ\PLOLWDU\DOOLDQFH7KH'LSORPDWVRWKHUH
WLRQVEHWZHHQ,QGLDDQG3DNLVWDQWKHUHDUHWZRPDLQ
LFLRXVDQGLQVHFXUHZLWKHDFKRWKHUGHVSLWHWKHHIIRU
FRQIOLFW 0RUH VSHFLILFDOO\ WKHUH LV QR UHGXFWLRQ
E\ERWKVLGHVDQGWKLVOHDGVWRDYLFLRXVFLUFOHRIFR
WKHRQHVLGHLQFUHDVHVWKHPLOLWDU\H[SHQGLWXUHVWKH
FUHDVHVLWVH[SHQGLWXUHV
XFOHDU ZHDSRQV HQKDQFH WKH VHQVH RI VHFXULW\ 'HWH
IOLFWHVFDODWHPRUHEXWDOVRLQFUHDVHGWKHPLOLWDU\H[
FRPSDWLEOH ZHDSRQV ZDV HQKDQFHG ,Q DGGLWLRQ WKH
FOHDUZHDSRQVLQFUHDVHVWKHUDQJHRIVWUDWHJLFGHFHS
VLQFHWKHUHDUHQRUHODWLYHJDLQVIRUERWKVLGHVQRQ
QVWKHUHIRUHE\GHYHORSLQJFRPPHUFLDOUHODWLRQVZLW
PLFJDLQVDJDLQVWWKHLUV
й'W
й'W
HG,QGLD¶VGRFWULQH
LUDVZHOODVLQQR
SRQV6,35,
VWLPDWHGWKDW LWKDV
WRW\SHIDVWEUHHGHU
 SURGXFWLRQ OHYHOV
V QXFOHDU ZHDSRQV
HWKHVDQFWLRQVWKDW
U WKH  WHUURULVW
 DGGLWLRQ DOWKRXJK
IOLFWZLWK,QGLDDQG
VVLQFH,VODPDEDG
 FRQWURO 3DNLVWDQ
PLOLWDU\DOOLDQFHV
DUHQ¶WDQ\UHODWLYH
SRLQWVWKDWFDQEH
WVZKLFKKDYHEHHQ
 EXW DQ LQFUHDVLQJ
QWLQXRXVLQVHFXULW\
PRUHWKHRWKHUVLGH
UUHQFH VHHPV WR EH
SHQGLWXUHVDQGDVD
 VHFUHF\ ZKLFK LV
WLRQDQGWKLVFDXVHV
HRIWKHWZRULYDOV
KWKHLUHQHP\WKHUH
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
7+(:257+,1(662)7+(',6387('$5($

 ,1752'8&7,21

,QWKLVVHFWLRQWKHGRPLQDQWREMHFWLYHLVWRIRFXVRQVSHFLILFIDFWRUVRIWKHGLVSXWHGDUHDZKLFKHQULFKSRZHU
DQGLQIOXHQFH$FFRUGLQJWRWKHDQDO\WLFDOIUDPHZRUNWKHZRUWKLQHVVRIWKHGLVSXWHGDUHDLVDGHWHUPLQDQWRI
KLJKVLJQLILFDQFHEHFDXVHRIWKHDGGHGYDOXHWKHFRQIOLFWXDODUHDJLYHVWRWKHVWDWH¶VLQIOXHQFHDQGWKHUHIRUH
WRLWVSRZHU7KHDUHDRI.DVKPLULVGLVSXWHGEHFDXVHRIZDWHUH[LVWHQFHZKLFKLVDYLWDOUHVRXUFHQRWRQO\
IRUSHRSOHEXWDOVRIRUWKHVWDWH¶VLQIOXHQFHDQGSRZHU

 .$6+0,5

*HRJUDSKLFDOO\WKHUHDUHIRXUFRXQWULHVZKLFKVKDUHLQGLIIHUHQWSHUFHQWDJHVWKH,QGXV5LYHU
VEDVLQZKLFK
GHULYHVIURP7LEHWDQGHPSWLHVLQWRWKH$UDELDQ6HD3DNLVWDQKDVDOPRVWWKH,QGLDKDVWKH7LEHW
WKHDQG$IJKDQLVWDQWKHRIWKHEDVLQDUHD,QGXV¶ODUJHVWWULEXWDU\-KHOXPIORZVWKURXJK.DVKPLU
DQG WKH VHFRQG WULEXWDU\ WKURXJK-DPPX7KH/LQHRI&RQWUROEHWZHHQ ,QGLDDQG3DNLVWDQ LQ WKHGLVSXWHG
DUHDRI.DVKPLU VHSDUDWHV WKHQRUWKHUQSDUW RI ,QGXVZKLFK LV FRQWUROOHGE\ ,QGLD DQG WKH6RXWKHUQSDUW
ZKLFKLVFRQWUROOHGE\3DNLVWDQ$O-D]HHUD
D E
)LJXUHD0DSRI,QGLD3DNLVWDQDQG.DVKPLUE0DSRI,QGXVEDVLQF0DSRIWKH'LVSXWHGDUHD
6RXUFHVDKWWSZZZZDUVLQWKHZRUOGFRPDQGE&RPPLWWHHRQ)RUHLJQ5HODWLRQV8QLWHG6WDWHV6HQDWHF7KH1HZ<RUN7LPHV
-XO\

,QGLDFDUULHVRXWDGDPSURMHFWLQ%DQGLSRUDWKH.LVKDQJDQJD+\GURHOHFWULF'DPZKLFKLVRQWKHGLVSXWHG
OLQHEHWZHHQ,QGLDDQG3DNLVWDQ,QGLDDOVRSODQVWREXLOGPRUHWKDQRQHLQWKHQH[W\HDUVLQRUGHUWRFRYHU
LWV SHRSOH QHHGV EHFDXVH RI LWV UDSLGO\ JURZLQJ SRSXODWLRQ DQG HPSRZHU LWV HFRQRP\0RUH VSHFLILFDOO\
K\GURHOHFWULFSURMHFWVDUHRIKLJKVLJQLILFDQFHIRU,QGLDEHFDXVHLWKDVWRGHDOZLWKVHULRXVHQHUJ\SUREOHPV
VXFKDVODFNRIHOHFWULFLW\IRULWVSHRSOHDQGLQGXVWU\ZKLFKLVDOVRDQLQKLELWLQJIDFWRUIRUWKHGHYHORSPHQW
DQGYLWDOLW\RILWVHFRQRP\

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
2QWKHRWKHUKDQG3DNLVWDQLVZRUULHG WKDW WKLVSURMHFWZLOOH[FOXGHLWIURPFRQWUROOLQJWKHIORZLQJZDWHU
DQGWKLVZLOOKDYHH[WUHPHO\QHJDWLYHHIIHFWVRQLWVDJULFXOWXUDOLQGXVWU\ZKLFKLVDOVRYLWDOIRULWVHFRQRP\
0RUH VSHFLILFDOO\3DNLVWDQKDV WKH ODUJHVWFRQWLJXRXV LUULJDWLRQ V\VWHP LQ3XQMDEZKLFK LV WKHKHDUWRI LWV
DJULFXOWXUDOLQGXVWU\DVZHOODVWKHODUJHVWSDUWRILWVSRSXODWLRQEHFDXVHRIPDQ\ULYHUVZKLFKFURVVWKDWDUHD
,QDGGLWLRQ3DNLVWDQDFFXVHV,QGLDWKDWWKURXJKK\GURHOHFWULFSURMHFWVZLOOPDQLSXODWHWKHIORZRIZDWHUDQG
DVDUHVXOW3DNLVWDQZLOOEHEODFNPDLOHGWRIROORZ,QGLD¶VLQWHQWLRQVDQGVDWLVI\LWVLQWHUHVWV

1HYHUWKHOHVVDFFRUGLQJWRWKH:DWHU,QGXV7UHDW\ZKLFKZDVVLJQHGE\,QGLDDQG3DNLVWDQLQ0LQLVWU\
RI:DWHU5HVRXUFHVERWKVLGHVDJUHHGWRJLYH3DNLVWDQWKHRIWKHZDWHUVRIWKH,QGXV:DWHU6\VWHP
ZKLOH ,QGLD FRXOG XVH ZDWHU IRU HQHUJ\ GULQNLQJ DQG IDUPLQJ ZLWK WKH SURYLVLRQ WKDW LW GRHVQ¶W VWRUH WRR
PXFK ,Q DGGLWLRQ WKH7UHDW\ UHFRJQL]HV WKDW ERWK SDUWLHV KDYH FRPPRQ LQWHUHVWV LQ RUGHU WR HQKDQFH WKH
FRRSHUDWLRQEHWZHHQWKHP$UWLFOH9,,)XWXUH&RRSHUDWLRQ,QGXV:DWHUV7UHDW\DQGDOVRDOORZVWKH
FRQVWUXFWLRQRIWKH.LVKDQJDQJD'DP

+RZHYHU DFFRUGLQJ WR WKH HFRQRPLVW.DLVHU %HQJDOL ,QGLD LV QRW UHVSRQVLEOH IRU 3DNLVWDQ¶V ZDWHU FULVLV
VLQFH3DNLVWDQGRHVQ¶W KDYHPRGHUQ WHFKQLTXHV LQ IDUPLQJDQGZDWHUFRQVHUYDWLRQ 7KH1HZ<RUN7LPHV
0RUH VSHFLILFDOO\:DWHU$LG KDV DOUHDG\ ODXQFKHG DSURJUDPRI VDIH DFFHVV WRZDWHU VXSSOLHV DQG
VDQLWDWLRQVHUYLFHVIURPLQFRRSHUDWLRQZLWKRWKHUVHYHQSDUWQHURUJDQL]DWLRQVDQGFDUULHVRXWSURMHFWV
VXFKDVZDWHUVHUYLFHVIRUSRRUXUEDQFRPPXQLWLHVUDLQZDWHUKDUYHVWLQJDQGFRPPXQLW\OHGWRWDOVDQLWDWLRQ
LQUXUDODUHDV)XUWKHUPRUH:DWHU$LGKDVFORVHFRRSHUDWLRQZLWKJRYHUQPHQWRQZDVKSROLFLHVDQGDFWLRQ
SODQV DQG XS WR QRZ KDV PDQDJHG SURYLGH  SHRSOH ZLWK VDIH ZDWHU DQG ZLWK LPSURYHG
VDQLWDWLRQ :DWHU$LG 2Q WKHFRQWUDU\3DNLVWDQ¶V)HGHUDO0LQLVWHU IRU:DWHUDQG3RZHU.KDZDMD$VLI
FODLPHGWKDWWKH:DWHU,QGXV7UHDW\LVQRWLQ3DNLVWDQ¶VLQWHUHVWV7KH'LSORPDW

 &21&/86,216

7DNLQJ LQWRFRQVLGHUDWLRQ WKHDERYHDQDO\VLV WKHUHDUH WZRFRQFOXVLRQV WKDWFDQEHGUDZQ)LUVW WKHZDWHU
LVVXH LV WKH RFFDVLRQ DQG QRW WKH FDXVH RI WKH FRQIOLFW EHWZHHQ ,QGLD DQG 3DNLVWDQ 7KDW¶V EHFDXVH ILUVW
3DNLVWDQKDVHQVXUHGLWVZDWHUVXSSO\WKURXJKWKH,QGXV:DWHUV7UHDW\DQGVHFRQGDFFRUGLQJWRVFKRODUVLQ
RUGHU WR GHDOZLWK LUULJDWLRQ SUREOHPV DQG HQKDQFH LWV DJULFXOWXUDO LQGXVWU\ 3DNLVWDQ KDV WRPRGHUQL]H LWV
IDUPLQJWHFKQLTXHV,QVWHDGRIGRLQJWKDW3DNLVWDQIURPWRKDVLQLWLDWHGWKUHHZDUVDJDLQVW,QGLD
KDV UDLVHG LWVPLOLWDU\ H[SHQGLWXUHV E\  DQG DOVR KDV GHYHORSHG QXFOHDU SURJUDPVZKLOH:DWHU$LG
ODXQFKHVIURPSURMHFWVIRUZDWHUVHUYLFHVDQGVXSSOLHV6HFRQG3DNLVWDQDOUHDG\RZQVWKHRIWKH
,QGXV5LYHU%\FRQWUROOLQJ WKHDUHDRI.DVKPLU LW DFWXDOO\FRQWUROV ,QGLD¶VSHUFHQWDJHRI ,QGXV5LYHU VR
PDLQO\FRQWUROV,QGLD¶VUHODWLYHJDLQVDQGIXUWKHULQIOXHQFHJLYHQWKDW,QGLDKDVDOUHDG\PHQWLRQHGWKHKLJK
LPSRUWDQFH RI WKH+\GURHOHFWULF'DP IRU LWV VXUYLYDO 3DNLVWDQ E\ FRQWUROOLQJ WKH  RI D YLWDO VRXUFH
ZKLFKGHWHUPLQHVWKHVXUYLYDORIRWKHUVWDWHVEHFRPHVXQGRXEWHGO\DUHJLRQDOKHJHPRQEHFDXVHLWGRHVQ¶W
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FRQWUROMXVWDVRXUFHRIZDWHUEXWWKHRWKHUV¶VXUYLYDO

 *(1(5$/&21&/86,216

7KHPDLQDUJXPHQWRIWKLVSDSHULVWKDWHFRQRPLFLQWHUGHSHQGHQFHLVQRWDSRZHUEDODQFLQJIDFWRU7DNLQJ
LQWR FRQVLGHUDWLRQ WKH GLVFRXUVH RQ WKDW LVVXH ZH ZHUH EDVHG RQ D FRPELQDWLRQ RI 1HRUHDOLVW
 DQG
1HRFODVVLFDO5HDOLVWV
DVVXPSWLRQVDQGZHFUHDWHGDQDQDO\WLFDOIUDPHZRUNZKLFKZDVLPSOHPHQWHGLQWKH
FDVHRI,QGLDDQG3DNLVWDQLQRUGHUWRDQVZHUWKHTXHVWLRQVZHVHW

$VIDUDVWKHILUVWTXHVWLRQLVFRQFHUQHGLI(FRQRPLF,QWHUGHSHQGHQFHLVGDQJHURXVIRUWKHWKUHDWHQHGVWDWH¶V
HFRQRPLFUHODWLYHJDLQVDQGZKDWDUH WKHFRQVHTXHQFHVRQ LWVVRYHUHLJQW\ WKHDQVZHU LV\HV$FFRUGLQJ WR
RXUDQDO\WLFDOIUDPHZRUNHFRQRPLFDEVROXWHDQGUHODWLYHJDLQVDUHGHILQHGE\VLJQLILFDQWGHWHUPLQDQWVVXFK
DV*URZWK UDWHV DV SHUFHQWDJH RI WKH*'3 VKDUH RI H[SRUWV DQG LPSRUWV DQG WUDGH DJUHHPHQWVZLWK RWKHU
FRXQWULHVELODWHUDO FRPPHUFLDO UHODWLRQV EHWZHHQ WKH ULYDOV DVZHOO DV WKH*'3E\ LWVHOI DQG WKH IRUHLJQ
H[FKDQJH UHVHUYHV DV SHUFHQWDJH RI LPSRUWV $OO WKHVH IDFWRUV DIIHFW WKH VWDWH¶V HFRQRPLF SRZHU DQG DV D
UHVXOWWKHVWDWH¶VHFRQRPLFDEVROXWHDQGUHODWLYHJDLQV7KLVDUJXPHQWZDVFRQILUPHGLQWKHFDVHVWXG\RIWKH
FRQIOLFW EHWZHHQ ,QGLD DQG 3DNLVWDQ EHFDXVH GXULQJ WKH FRQIOLFW DQG ZLWKRXW DQ\ VLJQLILFDQW FRPPHUFLDO
UHODWLRQVEHWZHHQWKHP,QGLDLQFUHDVHGLWVHFRQRPLFDEVROXWHDQGUHODWLYHJDLQVRQWKHFRQWUDU\WR3DNLVWDQ
DQG LQ WKDW ZD\ LW PDQDJHG WR PDLQWDLQ LWV PLOLWDU\ DQG QXFOHDU FDSDELOLWLHV DQG SURWHFW LWV QDWLRQDO
VRYHUHLJQW\7KLVSUHYHQWHG3DNLVWDQIURPGHYHORSLQJFRPPHUFLDOUHODWLRQVZLWK,QGLD

5HJDUGLQJ WKH VHFRQG TXHVWLRQ LI WKH YDOXH RI FRPPHUFLDO UHODWLRQV EHWZHHQ DGYHUVDULHV FDQ UHGHHP WKH
YDOXHRILQIOXHQFHRIWKHGLVSXWHGDUHDWKHDQVZHULVQR7KDW¶VEHFDXVHEDVHGRQRXUWKHRUHWLFDODSSURDFK
VWDWH SOD\V D VLJQLILFDQW UROH RQ HFRQRPLF DFWRUV DQG HVSHFLDOO\ D ULYDO FDQ XQGHUPLQH WKH RWKHU¶V JDLQV
WKURXJKHFRQRPLFFRPSHWLWLRQ7KLVDUJXPHQW LVDOVRFRQILUPHG LQ WKHFDVH VWXG\ ,I ,QGLDKDGGHFLGHG WR
VKDUH LWV HFRQRPLF JDLQV RU WKH JDLQV RI WKH GLVSXWHG DUHD ZLWK LWV ULYDO QRW RQO\ ZRXOG LW KDV ORVW DQ
LPSRUWDQWUDQJHRILWV LQIOXHQFHDQGSRZHUEXWDOVRLWVVXUYLYDOZRXOGEHDWULVNEHFDXVHLWVULYDOFRXOGEH
SDUWRIWKHGHFLVLRQPDNLQJ

7KHDERYHFRQFOXVLRQ OHDGVWRWKHDQVZHURIWKHWKLUGTXHVWLRQ LIHFRQRPLFLQWHUGHSHQGHQFHLVDUHDORUD
YLUWXDOLQGLFDWRURIQDWLRQDOVHFXULW\(FRQRPLFLQWHUGHSHQGHQFHHVSHFLDOO\EHWZHHQULYDOVLVUDWKHUDYLUWXDO
WKDQDUHDOLQGLFDWRURIQDWLRQDOVHFXULW\7KDW¶VEHFDXVHWKHPDLQWHQDQFHRIPLOLWDU\FDSDELOLWLHVLVEDVHGRQ
HFRQRPLFSRZHUFRQVHTXHQWO\DQ\VKDULQJRIHFRQRPLFJDLQVZLWKWKHULYDOLVWKHILUVWVWHSRILWVGRPLQDWLRQ
RQWKHVWDWH
VLQIOXHQFHDQGLWVVXUYLYDO

5()(5(1&(6

$OMD]HHUD1HZV³7LPHOLQH,QGLD3DNLVWDQUHODWLRQV´0D\DYDLODEOHIURP
KWWSZZZDOMD]HHUDFRPLQGHSWKVSRWOLJKWNDVKPLUWKHIRUJRWWHQFRQIOLFWKWPO 'DWH 9LHZHG 
0DUFK
$UPV &RQWURO $VVRFLDWLRQ DYDLODEOH IURP KWWSZZZDUPVFRQWURORUJIDFWVKHHWVLQGLDSURILOH 'DWH 9LHZHG  $SULO

%D\OLV - 6PLWK6 DQG2ZHQV3 7KH*OREDOL]DWLRQRI:RUOG3ROLWLFV2[IRUG8QLYHUVLW\3UHVV
2[IRUG
%%&1HZV³,QGLD±3DNLVWDQ7URXEOHG5HODWLRQV´DYDLODEOHIURP
KWWSQHZVEEFFRXNKLHQJOLVKVWDWLFLQBGHSWKVRXWKBDVLDLQGLDBSDNLVWDQWLPHOLQHGHIDXOWVWP  'DWH 9LHZHG  0DUFK

&RPPLWWHH RQ)RUHLJQ5HODWLRQV8QLWHG6WDWHV 6HQDWH $YRLGLQJ:DWHU:DUV:DWHU 6FDUFLW\ DQG
&HQWUDO$VLD¶V*URZLQJ ,PSRUWDQFH IRU6WDELOLW\ LQ$IJKDQLVWDQDQG3DNLVWDQ86*RYHUQPHQW3ULQWLQJ
2IILFH :DVKLQJWRQ DYDLODEOH IURP KWWSZZZJSRJRYIGV\VSNJ&3576357SGI&3576357SGI
'DWH9LHZHG$SULO
*DUW]NH(/L4%RHKPHU&,QYHVWLQJLQWKH3HDFH(FRQRPLF,QWHUGHSHQGHQFHDQG,QWHUQDWLRQDO
&RQIOLFW,QWHUQDWLRQDO2UJDQL]DWLRQS
*LOSLQ5ȆȩȜİȝȠȢțĮȚǹȜȜĮȖȒıĲȘǻȚİșȞȒȆȠȜȚĲȚțȒȆȠȚȩĲȘĲĮǹșȒȞĮ
*ULHFR -  $QDUFK\ DQG WKH OLPLWV RI FRRSHUDWLRQ D UHDOLVW FULWLTXH RI WKH QHZHVW OLEHUDO
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LQVWLWXWLRQDOLVP,QWHUQDWLRQDO2UJDQL]DWLRQS
+DIL]36KDKLG%,PUDQ07UDGHSURMHFW$SULPHU7UDGH5HODWLRQVEHWZHHQ3DNLVWDQDQG,QGLD
86$,'0D\
+HUJH+2QHDO-DQG5XVVHWW%7UDGH'RHV3URPRWH3HDFH1HZ6LPXOWDQHRXV(VWLPDWHVRIWKH
5HFLSURFDO(IIHFWVRI7UDGHDQG&RQIOLFW-RXUQDORI3HDFH5HVHDUFKS
,QWHUQDWLRQDO 0RQHWDU\ )XQG ,0) H/LEUDU\ 'DWD DYDLODEOH IURP KWWSHOLEUDU\GDWDLPIRUJ'DWD([SORUHUDVS[
'DWH9LHZHG0DUFK
.DSVWHLQ (W  7ZR 'LVPDO 6FLHQFHV DUH EHWWHU WKDQ RQH(FRQRPLFV DQG WKH 6WXG\ RI 1DWLRQDO
6HFXULW\,QWHUQDWLRQDO6HFXULW\S
.DVWQHU 6 :KHQ 'R &RQIOLFWLQJ 3ROLWLFDO 5HODWLRQV $IIHFW ,QWHUQDWLRQDO 7UDGH" 7KH -RXUQDO RI
&RQIOLFW5HVROXWLRQS
.HRKDQH5DQG1\H- 3RZHUDQG,QWHUGHSHQGHQFH:RUOG3ROLWLFV LQ7UDQVLWLRQ/LWWOH%URZQ
%RVWRQ
/L4 DQG5HXYHQ\ 5 'RHV7UDGH3UHYHQW RU 3URPRWH ,QWHUVWDWH&RQIOLFW ,QLWLDWLRQ" -RXUQDO RI
3HDFH5HVHDUFKS
/L4DQG6DFNR'7KH,U5HOHYDQFHRI0LOLWDUL]HG,QWHUVWDWH'LVSXWHVIRU,QWHUQDWLRQDO7UDGH
,QWHUQDWLRQDO6WXGLHV4XDUWHUO\S
/LEHUPDQ37UDGLQJZLWKWKH(QHP\6HFXULW\DQG5HODWLYH(FRQRPLF*DLQV,QWHUQDWLRQDO6HFXULW\
S
/RQJ$Q%LODWHUDO7UDGHLQWKH6KDGRZRI$UPHG&RQIOLFW,QWHUQDWLRQDO6WXGLHV4XDUWHUO\
S
/RQJ$DQG/HHGV%7UDGLQJIRU6HFXULW\0LOLWDU\$OOLDQFHVDQG(FRQRPLF$JUHHPHQWV-RXUQDO
RI3HDFH5HVHDUFKS
0DUWLQ3K0D\HU7KDQG7KRHQLJ0DW0DNH7UDGHQRW:DU"5HYLHZRI(FRQRPLF6WXGLHV
S
0LQLVWU\ RI ([WHUQDO $IIDLUV ,QGLD ³'HFODUDWLRQ RI /DKRUH´ DYDLODEOH IURP KWWSPHDJRYLQLQIRFXV
DUWLFOHKWP"/DKRUH'HFODUDWLRQ)HEUXDU\'DWH9LHZHG)HEUXDU\
0LQLVWU\ RI :DWHU 5HVRXUFHV DYDLODEOH IURP KWWSZUPLQQLFLQIRUPVOLVWDVS["OLG  'DWH 9LHZHG  $SULO

0RUURZ-+RZFRXOG7UDGH$IIHFW&RQIOLFW"-RXUQDORI3HDFH5HVHDUFKS
2QHDO - DQG5XVVHWW% $VVHVVLQJ WKH/LEHUDO 3HDFHZLWK$OWHUQDWLYH 6SHFLILFDWLRQV7UDGH6WLOO
5HGXFHV&RQIOLFW-RXUQDORI3HDFH5HVHDUFKS
3RZHUV. 5HJLRQDO7UDGH$JUHHPHQW DV0LOLWDU\$OOLDQFHV ,QWHUQDWLRQDO ,QWHUDFWLRQV(PSLULFDO
DQG7KHRUHWLFDO5HVHDUFK,QWHUQDWLRQDO5HODWLRQVS
6WRFNKROP ,QWHUQDWLRQDO 3HDFH5HVHDUFK ,QVWLWXWH 6,35, ³0LOLWDU\ 6SHQGLQJ DQG$UPDPHQWV´ DYDLODEOH
IURPKWWSZZZVLSULRUJUHVHDUFKDUPDPHQWVPLOH[PLOH[BGDWDEDVH
'DWH9LHZHG0DUFK
7KH'LSORPDW³:K\'RHV,QGLD+DYH6R0DQ\
6WUDWHJLF3DUWQHUV
DQG1R$OOLHV"´DYDLODEOH
IURP KWWSWKHGLSORPDWFRPZK\GRHVLQGLDKDYHVRPDQ\VWUDWHJLFSDUWQHUVDQGQRDOOLHV  'DWH 9LHZHG  $SULO

7KH 'LSORPDW  ³,QWHUYLHZ 7KH ,QGLD3DNLVWDQ :DWHU 'LVSXWH´ DYDLODEOH IURP
KWWSWKHGLSORPDWFRPLQWHUYLHZWKHLQGLDSDNLVWDQZDWHUGLVSXWH'DWH9LHZHG$SULO
7KH 1HZ<RUN 7LPHV 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 DYDLODEOH IURP KWWS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'DWH9LHZHG$SULO
:DOW6³7KH(QGXULQJ5HOHYDQFHRIWKH5HDOLVW7UDGLWLRQ´LQ,.DW]QHOVRQDQG+0LOQHUHGV
3ROLWLFDO6FLHQFH7KH6WDWHRIWKH'LVFLSOLQH1HZ<RUN::1RUWRQ
:DUV LQ WKH :RUOG DYDLODEOH IURP KWWS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$SULO
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